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CHAIR MATEO: Thank you very much.

COUNCILMEMBER HOKAMA: Either from an administrative fee
or the interest option.

CHAIR MATEO: Thank yvou. We will. Members, let’s go
ahead and continue on Item C.

COUNCILMEMBER TAVARES: Mr. Chair.

CHAIR MATEO: Go ahead.

COUNCILMEMBER TAVARES: I think there should be a
distinction between those who are taking the loans
out to their terms and those who are going to get
out of it earlier so that mavbe the interest part
should be applied when somebody comes out before the
15 years is up. So it's almost like a penalty, but
at least it's interest, and that would be interest
in addition to the fee.

CHAIR MATEO: Okay.

COUNCILMEMBER TAVARES: I mean, you know, the purpose of
this is to get people started and say they're going
to commit to a certain thing. Now, they're gonna —-
if they're in a home and they can sell it, because
we just dropped the accrued stuff, then we would
have a share in whatever their profit margin might
be, and we'll just call it, vou know, interest, and
maybe we should tie it into what the Federal

interest rate is at the time, say half. 3o if it
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goes to 8 percent, it's 4; 6 percent, it's 3. If
that's —-— if that's a possibility for consideration.
Because somewhere there's going to be a lot of wind
falls, because it's not a buy-back program. I know
Ms. Lee has lived through a lot of nightmares with
the buy-back program, and I think this would help to
protect our interest and at the same time protect
the integrity of this program. That's my 2 cents
worth.

MATEO: Thank you. Lokahi, can you tell us what the
experiences are of your loan repayments from those

who are participating in your program?

MS. SOMBELON: Normally we don't have -— well, because of

CHAIR

the terrific interest rates, we've had an influx of
repayments, more than what we've experienced in the
past. And I guess I want to point out too, you
know, when they take out a mortgage, there's that
penalty that's put on by the mortgage company
anyway, which, vou know, if you refinance within
three years, you pay what, ten or $12,000 in
addition to that.

MATEQ: Do you have an idea also of the percentage
of the homeowners that do pay back the loan like in

five years, ten years?

COUNCILMEMBER TAVARES: Ahead of schedule.

RALPH ROSENBERG COURT REPORTERS, INC.
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MS. SOMBELON: Yeah, 1t's hard to say. It's hard to guage
right now because of the interest rates being
feasible, and we've had -- in just this year alone
we've had over 20 families pay us back, whereas in
the past, you know, next to none.

CHAIR MATEOQO: So 20 families in the last eight years?

MS. SOMBELON: No, in the past year.

CHAIR MATEQ: In the past year.

MS. SOMBELON: Year or so.

CHAIR MATEO: Oh, oh. ©Okay. Okay. Thank you wvery much.

COUNCILMEMBER HOKAMA: Function of interest, Chairman.

CHAIR MATEO: Pardon?

COUNCILMEMBER HOKAMA: It's a function of the interest
rates.

COUNCILMEMBER TAVARES: They can refinance.

CHAIR MATEO: Mr, Molina.

COUNCILMEMBER MOLINA: Thank you, Mr. Chairman. If I
could ask Director Lee a question. The issue of
like the —-- you know, replenishing the fund each
vear, for example, the Federal program, are you
appropriated pretty much the same amount each year
or does 1t fluctuate.

MS. LEE: It fluctuates, because the whole fund is only a
million dollars, actually a little less than that,

but what we try to use a lot of the fund for is for

RALPH ROSENBERG COURT REPORTERS, INC.
(808) 524-2090C



HHS 6/30/05 105

10

11

12

13

14

15

16

17

18

19

21

22

23

24

25

projects, vou know, and then if -- so their amount
fluctuates between, oh, let's say 200,000, 300,000,
but on average it used to be 250,000 that they would
use for their first-time home buyers' fund, and it's
replenished every year, not always 250, but it's

replenished.

COUNCILMEMBER MOLINA: Thank vou. I brought that up

because I guess the issue came up. Councilmember
Pontanilla and I were discussing the issue of, for
example, next year -—- you know, for example say this
year we dole out $15,000 to 20 plus families. Then
next year, well, you know, what's the probability of
getting that paid back after the first, year? Which
would be practically virtually none, right? So then
what is the —-- what should the Council consider then
to go back to —— during the budget session and ask
for another reappropriation of another, say,
$400,000? So I was just sort of curious as to

how ~— I know the initial part of the program, you
know, we're not going to get paid back immediately.
Chances are we'll start getting some pay bkack around
maybe the fourth, fifth vear and so forth. So

those are Jjust my thoughts, Mr. Chair. Thank you.

CHATIR MATEO: Thank you. Ms. Lee.

LEE: Thank you. Until interest rates start climbing,

RALPH ROSENBERG COURT REPORTERS, INC.
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you're going to see a pretty good pay back rate.
Nobody wants to have a $15,000 lien on their
property. A lot of times, especially now, in this
climate, yvou're going to see a lot of people
refinance very quickly because —— because now
they're going to realize that they have so much
equity in their homes and they're gonna buy the new
truck and they buy the this and that and they
finance the $15,000 at the same time. That's how
it's gonna go for the next two vears. 5o probably
my guess —— my wild guess would be instead of
400,000, you might look at maybe between two and
300,000 next year and then go —-- and maybe between
150 and 200,000 the following vyear. Because you're
gonna see that fund replenish quite quickly in the
beginning. Because, really, nobody wants, like I
said, a second mortgage of $15,000. It's a real --
you know, it's gonna hamstring the families.

COUNCILMEMBER MOLINA: All right. I thank you for those
comments.

CHAIR MATEQ: Thank you.

COUNCILMEMBER MQLINA: Thank vou, Chairman.

VICE CHAIR PONTANILLA: Question.

CHAIR MATEO: Go ahead, Mr. Pentanilla.

VICE CHAIR PONTANILLA: So the present program you do put

RALPH ROSENBERG COURT REPORTERS, INC.
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a lien on the property itself? Okay, thank you.

CHAIR MATEO: Thank vou. Mr. Taguchi.

MR. TAGUCHI: Just a point of -- for clarification for us
as we move forward with the bill, we've deleted
Section 3.30.070, which is the accrued equity
provision. It is —-— is it this Committee's intent,
then, that there will be no penalty if the property
is s0ld? In other words, should a homeowner decide
to sell the property, they will repay the $15,000
loan and they will pay an interest factor, but there
will be nc penalty other than that? And I'm
assuming that the intent is to revolve the loan as
soon as possible and get more people gqualified. I
Jjust wanted to make sure on that intent.

COUNCILMEMBER HOKAMA: Yes.

COUNCILMEMBER TAVARES: Yes.

CHAIR MATEC: Thank you very much. Members, C, okay.
Members, 1s there consensus on moving on with Item
c?

COUNCILMEMBER HOKAMA: That's the one we're leaving it up
to vou, Mr. Chairman, that you can come up with the
options, whether we goling interest or we gonna do
the fees or what?

CHAIR MATEO: Thank vyou very much. Stand corrected.

COUNCILMEMBER HOKAMA: Because I think we just have a few

RALPH ROSENBERG COURT REPORTERS, INC.
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things at your next meetings with the revisions done
today, and more than likely we'll be able to kick it
out.

CHAIR MATEQ: Thank you, Mr. Hokama. Move on to ltem D.
This is Mr. Hokama's submission, where it sets the
amount at 15,000. Consensus on that particular
amount?

COUNCILMEMBER TAVARES: Uh~huh.

VICE CHAIR PONTANILLA: Yes.

CHAIR MATEO: Thank vou. We're gonna accept it and move
on.

COUNCILMEMBER MOLINA: Chairman, sorry. Could I just
share my comments briefly on that.

CHAIR MATEOQO: Go ahead, Mr. Molina.

COUNCILMEMBER MOLINA: With the issue of -— you know, with
the body establishing the amount, I just sort of
just wanted to share my thoughts on that. Maybe
the —— in my —- Jjust in my humblest of opinions, for
whatever it's worth, mavbe 1t should be because of
the fluctuating house prices, 15,000 may be deemned,
you know, somewhat small, depending on how the
market goes, yeah. So I was just kind of throwing
the idea out that mavbe we should just leave it up
to the Administration to determine whether it's

15,000 or maybe up to 20,000 as a consideration.

RALPH ROSENBERG COURT REPORTERS, INC.
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That way I think maybe the loan can be established
based upon actual needs of the families, rather than
on, you know, the current price of the real
property. So —— but if the will of the Committee is
to stay set at 15, that's fine too. But I just
wanted to air that thought out as well.

MATEO: Thank you, Mr. Molina. Members, any

comments on Mr. Molina's recommendation?

COUNCILMEMBER HOKAMA: Chairman, Jjust quickly, please. My

proposal is from what I believe at our last meeting
Director Lee had recommended for consideration, we
reconsider a cap, and I think the Federal program

was $10,000 maximum.

MS. LEE: Fifteen.

COUNCILMEMBER HOKAMA: Fifteen, veah, and so, you know, I

just took what, you know, was from the number from
the Federal program and that, you know, Ms. Lee did
reguest us to consider whether or not we wanted a
maximum cap on lcoans. And then we can at least
calculate the type of administrative redquirements
you need to support a program at 15,000 with the
amount of total appropriation, what would be your
potential maximum case locad be out of the amount

already available.

CHAIR MATEO: Okay. So it's 15 -- not to exceed 15,0007

RALPH ROSENBERG COURT REPORTERS, INC.
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COUNCILMEMBER HOKAMA: Yeah.

CHATR MATEO: Correct? Members, do we have consensus on
the not to exceed 15,000 cap? Mr. Kushi.

MR. KUSHI: Clarification, Mr. Chair. The maximum amount
of loan, was that per applicant or per household so
that we know? There may be two, three applicants in
the same household.

COUNCILMEMBER HOKAMA: So I guess it would be per
household.

MR. KUSHI: Maybe it should be per household, then.

COUNCILMEMBER JOHNSON: Per household.

CHAIR MATEQ: Members, as amended, consensus to move onv?

COUNCIL MEMBERS: Yeah.

CHATR MATEO: Thank you. We've virtually reached the end.

Mr. Hokama, would you like to comment on your

Item E, but I —— go ahead and comment on your lItem
E.
COUNCILMEMBER HOKAMA: Chairman, that was on the —— I was

seeing what type of penalties I would be able to
support if -- 1if we continued to move forward on
part of that accrued equity direction.

CHATR MATEO: Yeah, so we can Jjust omit this particular
item because we deleted that specific provision
altogether?

COUNCILMEMBER HOKAMA: Well, again, my thing was if

RALPH ROSENBERG COURT REPORTERS, INC.
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cheat, yeah, then vou should be penalized, ockay. So
if, one, vyou know, I get the house, but you know
what, 1 gonna stay with my mother, yeah, and rent
the house to get the big transient vacation rental
per day rate and I gonna make money now off this, 1
think vou should be penalized. Because the intent
was to help you provide principal, what's the word,
domicile. So why would I give a person who's gonna
cheat the bank and lie to us, when already he didn't
give another qualified applicant ability to buy the
house, and two, he gonna walk away with only a tap
on the hand. 1I°'d rather cut off the hand.

COUNCILMEMBER TAVARES: You must be hungry.

COUNCILMEMBER HOKAMA: Well, to me, sometimes the big
stick i1s a lot better to get enforcement and
compliance than sugar.

COUNCILMEMBER TAVARES: Yeah, Mr. Chair.

CHAIR MATED: Ms. Tavares, followed by —

COUNCILMEMBER TAVARES: I agree with Mr. Hokama, because
too often we don't have penalties with teeth, and I
think because we would have the lien on the
property, we could proceed with whatever. And once
again, vyou know, where the penalty amount is, I

would try to tie this into what the Fed rate is and,

RALPH ROSENBERG COURT REPORTERS, INC.
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say, double the Fed rate. You know, he has it at
interest rate of 5 percent per annum, well, later on
in ten years that might be really cheap. So I would
tie it into that saying it's twice the prevailing
Fed rate, or whatever the proper name of that,
Greenspan, when he sets that stuff up.

COUNCILMEMBER HOKAMA: The prime rate.

COUNCILMEMBER TAVARES: Yeah, two times the prime rate, is
what 1t is.

COUNCILMEMBER HOKAMA: That's what he said.

COUNCILMEMBER TAVARES: Two times the prime rate, so if it
goes to 8 percent, then it's going to be 16 percent
as the penalty. So we're causing more grief for our
Corp. Counsel here because now we're really getting
into high finances, but I think we have to make it
so that we're serious about this kind of stuff too.
Because I —- you know, I can see that happening too,
what Mr. Hokama just said. I'm gonna purchase the
house but I'm not gonna live there. I'm gonna stay
with mom another couple years, rent out the house,
build some equity, whatever. So there should be
definitely a dis -- disincentive to not following
the provisions of this agreement. Thank you.

CHAIR MATEQ: Thank you. Mr. Molina.

COUNCIIMEMBER MOLINA: Thank you, Mr. Chairman, can I get

RALPH ROSENBERG COURT REPORTERS, INC.
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in the event, vyou know, people who are out there

trying to scheme and do stuff like this?

SOMBELON: Mr. Chair, we have no way of proving

anything, other than what we do is we —-- on our
annual monitoring we send them a letter certified
mail, return receipt, make sure that someone in the
household signs, and we also do a check of the real
property tax records that there's been no change.
Beyond that, you know, if you're in a subdivision
like Makawao Highlands, a lot of people call us and
says so—and-so's renting out their house, and that's
the only way we can find out. Enforcement is
another -- another animal, and will increase the fee

I think too.

COUNCILMEMBER MOLINA: Thank you.

CHAIR MATEOQ: Thank you very much. Members, any

additional guestions? So the addition Ms. Tavares
recommends is to include two times the prevailing
Federal prime rate added to Mr. Hokama's suggested

language?

COUNCILMEMBER TAVARES: That would be my suggestion.

CHAIR MATEOQ: Okay, thank yvou. Members, any additional

discussion on that recommendation? Do we move on by

consensus?

RALPH ROSENBERG COURT REPORTERS, INC.
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COUNCIL MEMBERS: Yes.

CHAIR MATEO: Thank you very much. Members, we've just
about completed the run. There was a specific item
we needed to return to, and that specific item 1is on
page 2. It was Item E.

COUNCILMEMBER TAVARES: Did we do F already?

CHATIR MATEQ: Yeah. Well, Mr. Taguchi.

MR. TAGUCHI: Chailr Mateo, Item No. F referred to a
restriction recording any additional mortgage loans
added onto the loan.

COUNCILMEMBER TAVARES: Oh, okay.

MR. TAGUCHI: Because there 1is no prepayment penalties
involved anymore, I1'm not gquite sure how this would
apply, because this would require the applicant to
put in the additional loan onto the existing first
mortgage and the County second position. Probably
in all likelihood they would pay off the County debt
if they're going to get a home equity loan or a
third mortgage.

COQUNCILMEMBER TAVARES: Thank you.

COUNCILMEMBER HOKAMA: I understand what vou're saying. I
understand. I can support that.

CHAIR MATEO: So we can —— we can omit —-

COUNCILMEMBER HOKAMA: Yes.

CHAIR MATEO: Thank you very much. Okay.

RALPH ROSENBERG COURT REPORTERS, INC.
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MR. TAGUCHI: In regards to Section 3.30.030, Item No. E,

if the Committee wishes, we can delete the accrued
equity wording that we put in there primarily
because we have no accrued eguity position ——

provision.

COUNCILMEMBER TAVARES: Okavy.
CHAIR MATEO: Okavy?
COUNCILMEMBER HOKAMA: Agree.
COUNCILMEMBER TAVARES: Agree.

COUNCILMEMBER JOHNSON: On that one, Mr. Taguchi, we,

though, make reference under E, because we've got
3.30.060, Terms of Loan, there's penalties that may
actually go into that fund, so, say, recaptured loan

revenues and penalties.

COUNCILMEMBER TAVARES: Penalties and interest.
COUNCILMEMBER JOHNSON: And interest.

MR. TAGUCHI: Yes, that would be correct.
COUNCILMEMBER JOHNSON: Okay, thank you.
COUNCILMEMBER HOKAMA: Agree.

COUNCILMEMBER TAVARES: Agree.

CHAIR MATEO: Thank vyou very much. Thank you,

Mr. Taguchi. And any additional? Members --
Members, that's it at this particular point. I
thank you all very much for allowing us to continue

through your lunch period. We will be putting

RALPH ROSENBERG COURT REPORTERS, INC.
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together another revised copy of this. We'll be
forwarding it to Corporation Counsel for form and
legality and bring it back again to the Members. At
that point, Members, if there's any additional
amendments, I would ask that we do it at that
particular point, where we're able to come up with a
draft that we can get out of Committee.

ACTION: DEFER pending further discussion.

MATEO: At this point, any announcements? Hearing
none. Members, at this time thank you, again.

Meeting is adijourned. (Gavel) .

ADJOURN: 12:15 p.m.
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